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To Our Shareholders: 


1977 was a year of improved performance 
for the Company. Sales rose by 14.5% to 
$35,200,877 from $30,745,661 in 1976. Earn- 
ings per share was 40¢ compared to the loss 
of 51¢ per share reported last year. 


The Company enjoyed continued growth in 
| sales to original equipment manufacturers 

and the Company’s aftermarket products also 
| showed good growth in spite of a generally 


sluggish Canadian replacement market. 


The Company introduced a new marketing 
program called “Gabriel Shock Shops’, that 
will enable both wholesalers and retailers to 
benefit from our national display, advertising 
and training seminars. We expect this new 
program will play an important role in the 
Gabriel Brand’s future marketing efforts. 


During 1977, the Company expanded the 
production capacity at its Ajax facility 
through the installation of a new high speed 
tube mill. In addition, capital funds were 
committed for the installation of a new com- 
puterized quality control system for our 
shock absorber assembly lines. These capital 
expenditures will help enhance our future 
competitive position. 


During the first half of 1977, extensive 
changes were made in the organization as 
well as in operating procedures. As a result of 
these changes and the Company’s focus on 
cost savings and internal controls significant 
improvements in profitability were achieved. 
It is expected that these changes and addi- 
tional refinements in operations will allow us 
to further improve our operating efficiencies 
in 1978. 


On Behalf of the Board 


S. E. LUNDER, 
HIGHLIGHTS President. 
_1977 
SAEES erate sere nck eee ate eae $35,200,877 $30,745,661 
NEMINCOMEMLOSS) sc sated itu on ani: $663,374 $ (858, 
EARNINGS (LOSS) PER SHARE............. $ AQ ape t C51): 
NUMBER OF SHARES OUTSTANDING....... esie0e es 306 
NUMBER OF REGISTERED SHAREHOLDERS 1,017 
SHAREHOLDERS’ EQUITY ................. $10,019,464 


BOOK VALUE PER. SHARE. |. a. ok 


$ 5.96 


Van Der Hout assocites uimitep AND ate ayes 


CONSOLIDATED STATEMENTS OF INCOME 


Year Ended December 31 


se th MTech 
N@ESAlES is ik. ae the’ demnatsy 3 hetero ye teecay dens ats sce cea $35,200,877 5,661 
ee ce 

.GostofisaleS 4% 3 savas tte c hae ie a ec olee SRR e e 28,409,392 25,968,9 11 
Gross Profit MEA ehees has ee ein reteptn, Mier hte ae anes $ 6,791,485 
Expenses: 

Selling, general and administrative expenses a 

excluding the undernotedientc +e... ss ene a ee $ 5,026,388 | 
Interest:om.long-termudebt.. isc sens .emeen as aoe eeennerkee 66,011 


OThe iINteres tee slants coe Re eae et he eee ae eer nee 499 666 
$ 5,592,065 


Income (loss) before income taxes and minority interest ........ $ 1,199,420 
Provision for (recovery of) income taxes (Note 5) .............. 517,248 
Income (loss) before minority interest ............... Se er ee $ 682,172 
Minority interest. .......... A Drtae RE 0 yc (18,798) 
Net income (loss) for the year........ Le bya Glabrae He Oe aber $ 663,374 
Earnings (loss) per share. (c47seerabe ier east en ee ae nee $ 40 


~ 


The accompanying notes are an integral part of these statements. 


CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 


Year Ended December 31 


ple NOT sed 2 s8 = 
Balance; beginning’ Ol Veale...) sane oe cine. hey $ 3,209,982 
Add (deduct) — Net income (loss) for the year .................. 663,374 
Balance.end:of Veal vo... tei es hee Pi EN ae en $ 3,873,356 


The accompanying notes are an integral part of these statements. 


Van Der Hout ASSOCIATES LIMITED AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CHANGES IN 


FINANCIAL POSITION 


Working capital, beginning of year 


Source (application) of funds: 
Operations — : 
NCLINGCOMe (OSS) MOmthe year. 5. cs Safe. ho ww we ce tae en 
Charges not requiring an outlay of funds — 

DepreciationianG AMORUZAtOM gas. oe dis eke ais cies aes ee 88 one 
Increase (decrease) in deferred income taxes............ 
Increase in cash surrender value of life insurance 
Amortization of other assets 
Minority interest in income 

KOM (tOMMODCTAUONS Menem surah Me cnt alas ees s 

Additions to property, plant and equipment, net 
Becreasedin long-iemr debt 7. 3:9ac acti avhee ces Toke kde teseas 
Reclassification of deferred income taxes to 

income taxes recoverable 


Increase (decrease) in working capital 
Working capital, end of year 


Increase (decrease) in working capital represented by: 
Increase (decrease) in current assets — 
Receivables 


MVEMTONISS reyes pee eter eee Oe ee eck 8 itor sheaeherer el oes ay Pe 
Income taxes recoverable 
Prepaid! expenses ns sctosiwie nine gains Barealer AC wes 

Decrease (increase) in current liabilities — 

Bank indebiedness (02. 3. ce sates Da cote esta. eee ae Riuoreeieents 
Accounts payable and accrued liabilities 
Ravabie tovathiligtey. poses sett ce oko oe 4 eee ae 
Current portion of long-term debt® 8.2... ada ato lon ee 


Increase (decrease) in working capital 


The accompanying notes are an integral part of these statements. 


1977 
$ 3,909,547 


$ 663,374 


708,014 
490,024 
(2,498) 
18,798 

$ 1,877,712 
(625,716) 
(451,603) 


396,499 
$ 1,196,892 
$ 5,106,439 


$ 2,344,371 
1,650,331 
382,859 
59,306 


(1,567,458) 
(586,284) 
(782,844) 
(303,389) 


$ 1,196,892 


Year Ended December 31 


Van Der Hout assocites uimitep AND SUBSIDIARIES 


(Incorporated under the laws of Ontario) 


CONSOLIDATED BALANCE SHEETS 
ASSETS 


At December 31 a 
1977 tore) a 
Current Assets: 
Receivables — 
Trade, less allowance for doubtful accounts 
Of $102 214 (1976 —Si161-013) (Note 2). eee eee $ 6,169,693 $ 4,174,275 
SUNG tava ac ee eect Rrra ae i roe ee 224,957 138,916 
ATfiAtG goes Pore eee a tak Ae Ae ee Ae A Er See 262,912 = 
inventories: (Notes: 2 aNd’S)ic. cc ae ache cer eater! ‘ 11,478,616 28,28 
Income taxes recoverable (Note 5) ...............-0-0-0 20 ee 493,541 | 110,682 
Prepald’OxDeEMSesr. .. = si. cocln eee i Lake one aoe ee Re 150,619 ___ 91313 
TotalicurremlaSsetSee.. ce ere er ny eee $18,780,338 


Property, Plant and Equipment, at cost (Note 4): 
Eee See nace ee peer ee oie adie Niue teem er eee $ 828,909 
Buildings andumprovements» 2. 6c.c0, dart eins hr ee 2,204,778 
Machinery.andiequipment: sania correc ene ae 9,127,640 
$12,161,327 
Less - Accumulated depreciation and amortization .......... 5,330,077 
$ 6,831,250 


Other Assets... era 4 tees ee Se ee eee $ 36,177 $33,679 


$25,647,765 


The accompanying notes are an integral part of these balance sheets. 


Approved on behalf of the Board: 
JOHN B. VAN DER HOUT (Director) 


SVERRE E. LUNDER (Director) 


LIABILITIES 


Current Liabilities: 


Bank indebtedness (Note 2) ................ 
Accounts payable and accrued liabilities ..... 
PavaOletO: clliiatern closing ines Sul tee. ee a 
Current portion of long-term debt (Note 4) ... 

Total current liabilities ................. 


Long-term debt, less current portion included above (Note 4) ... $ 
Deferred income taxes (Note 5) ............... 


RAG EH ITOLOS Git ZOixtie il ax Oe eines cath «5 ss 


SHAREHOLDERS’ EQUITY 


Capital stock: 
Authorized: 
1,800,000 Common shares, no par value 
Issued: 


‘TOOT 600s “Oneness. mee eee eee hie 
COnTOUTER. SUIDIUS Gon 326 Saaeiee asc sys + 
Retained earnings per accompanying statements 


Less 2,600 Shares held in treasury, at cost .... 


At December 31 
1977 


$ 7,198,332 
5,241,120 
782,844 
451,603 
$13,673,899 


232,196 
$ 1,565,000 


$ 157,206 > 


$ 5,857,142 $ 5,857,142 
308,488 18,488 
3,873,356 
$10,038,986 
19,522 
$10,019,464 
$25,647,765 


AUDITORS’ REPORT 


To the Shareholders of Van Der Hout Associates Limited: 


We have examined the consolidated balance sheets of 
VAN DER HOUT ASSOCIATES LIMITED (an Ontario corporation 
and a subsidiary of Maremont Corporation) AND SUBSIDIARIES 
as at December 31, 1977 and 1976, and the consolidated state- 
ments of income, retained earnings and changes in financial 
position for the years then ended. Our examination was made 
in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we 
considered necessary in the circumstances. 


In Our opinion, the accompanying consolidated financial 
statements present fairly the financial position of Van Der Hout 
Associates Limited and Subsidiaries as at December 31, 1977 and 
1976, and the results of their operations and changes in their 
financial position for the years then ended in accordance with 
generally accepted accounting principles consistently applied 
during the periods. 


ARTHUR ANDERSEN & CO. 
Chartered Accountants 


Toronto, Ontario. 
February 9, 1978. 


Van Der Hout assocutes timiteD AND SUBSIDIARIES 


FIVE YEAR COMPARATIVE SUMMARY OF OPERATIONS 


1977 1976 1975 1974 1973 
Net Sales 002.05 ols eee $35,200,877 $30,745,661 $26,791,291 $22,492,206 $21,607,063 
Cost OfiSdlesie yur eet eee 28,409,392 25,568,911 21,475,746 17,293,407 15,960,340 
Gross Profit. 2.45. 2229 eee $ 6,791,485 $ 5,176,750 $ 5,315,545 $ 5,198,799 $ 5,646,723 
Selling, general and 
administrative expenses ....... 5,026,388 5,702,925 4,643,187 3,491,065 2,519,793 
Operating Income (Loss) .......... $ 1,765,097 $ ($26,175) $ 672358 $71,707,734 SySii2zers0 
Interest expense ...:............ 565,677 560,382 591,921 363,854 102,365 
Income (Loss) from 
Consolidated Operations 
Before Income Taxes ........... $ 1,199,420 $(1,086,557) $ 80,437 $ 1,343,880 $ 3,024,565 
Provision for (recovery of) 
INCOME TAXESHn ts Wn es eee 517,248 (247,919) 71,406 SYA -250)1 1,311,192 
Income (Loss) from 
Consolidated Operations ........ $ 682,172 $ (838,638) $ 9,031 $ 772,649 $ 1,713,373 
Earnings of Gabriel of Canada 
Limited prior to acquisition..... - - - (116,074) (818,993) 
Minority interests. 6.205 conten ere (18,798) (19,394) , (7,695) (19,334) (21,897) 
Net Income (Loss) ................ $ 663,374 $ (858,032) $ 1,336 $ 637241 -$ S72mse 


Earnings (Loss) Per Share......... $ .40 Duco) $ - $ .49 $ .97 


yes 

PRODUCTS: 

Gabriel brand shock absorbers Garage creepers 

: Standard and heavy duty shock absorbers Catalog racks 

Truck and bus shock absorbers Gasket and sealant materials 
Racing shock absorbers ‘ Repair tools 

_ Bus, truck and auto tailtand exhaust pipe Precision tools and test equipment 
Bumper energy absorbers Steel tubing 

MARKETS: wor 

‘Automotive replacement market Agricultural market 
Automotive original equipment market ; Recreational market 
Heavy Duty original equipment market Defense market 

Industrial original equipment market Industrial market 
HEADQUARTERS 

_ 3600 Lakeshore Blvd. West, 
e TORONTO, Ontario 
M8W 1N8 
SALES OFFICES: MANUFACTURING OPERATIONS: 
3600 Lakeshore Blvd. West, Toronto, Ontario 
TORONTO, Ontario Mississauga, Ontario 
M8W 1N8 ‘ . 
Ajax, Ontario 

22371 Newman Avenue, ; i ; 
DEARBORN Michigan Orangeville, Ontario 

48124 
Se eae DISTRIBUTION CENTERS: 
ORANGEVILLE, Ontario a 

89 Mills Road, | Mississauga, euler 
AJAX, Ontario . Orangeville, Ontario 
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